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ULSTER PETROLEUMS LTD. 


DIRECTORS’ REPORT 


TO THE SHAREHOLDERS: 


The Directors of your Company are pleased to submit herewith the Annual Report of the 
Company together with Financial Statements for the year ended December 31, 1968. 


In the 12 month period ending March 31, 1969 Ulster Petroleums Ltd. grew from a small 
private company holding oil and gas rights over approximately 30,000 acres in Western 
Canada to a public company which, together with its two wholly owned subsidiaries, at 
March 31, 1969, held approximately 3,285,000 gross acres equivalent to 1,515,000 net acres 
throughout Western Canada, the Yukon, the Northwest Territories and Arctic Islands and the 
State of Alaska. At the previous annual general meeting the Company had only six share- 
holders who elected a new Board of Directors on June 4, 1968. As a result of decisions 
taken by the new Board 513,750 shares were sold privately and the Company commenced to 
build up its land picture particularly in the Northwest Territories and in the State of Al- 
aska. These land acquisitions were made shortly before the announcement of the Prudhoe 
Bay discoveries by Atlantic Richfield and Humble Oil and, as a result of the great public in- 
terest sparked by this major discovery, the directors decided to continue the acquisition of 
lands in these favourable areas and to offer shares of the Company for public subscription 
through an underwriting by Richardson Securities of Canada. Ulster Petroleums Ltd. became 
a public company on September 17, 1968 and the underwriting was completed before the 
end of the Company’s 1968 fiscal year. On February 5, 1969 the Company obtained a list- 
ing on the Toronto Stock Exchange and now has approximately 2,000 registered sharehold- 
ers. It will be the policy of the directors to continue to participate to the greatest extent 
possible in this new and expansive phase of oil exploration in Canada and in Alaska, the 
tempo of which promises to increase during the next few years. 


LANDS ACQUIRED DURING 1968 


As a result of the land acquisition program followed by the Company during 1968 the 
Company held, as at December 31, 1968, 1,500,000 gross acres of permit lands in the North- 
west Territories, equivalent to 680,000 net acres of permit lands. The main holdings are ap- 
proximately 380,000 net permit acres on Banks Island, and approximately 132,000 net permit 
acres in MacKenzie Bay and the Beaufort Sea. In addition as at December 31, 1968 the 
Company had the right to acquire approximately 165,000 net permit acres onshore in the 
MacKenzie River Delta and is required to drill a maximum of three wells to earn the full in- 
terest in this onshore acreage. In the State of Alaska leases and applications for leases cover- 
ed approximately 366,000 gross acres equivalent to approximately 57,000 net leasable acres. 
The Company also acquired permit acreage in the Yukon Territory and additional leases and 
a drilling reservation in Alberta. As at December 31, 1968 a total of 1,930,000 gross acres 
were held equivalent to 788,000 net acres or approximately 440,000 net leasable acres. 


As part of the 1968 acquisition program the Company also acquired the assets and 
undertaking of Leora Minerals Ltd. (N.P.L.), the most important holdings of which consisted of 
36 contiguous unpatented mineral claims in the Contact Lake area of the Northwest Territories. 
These claims contained the old workings of a silver-uranium mine previously operated by 
Acadia Uranium Mines and, in o report subsequently prepared for Ulster Petroleums Ltd., 
Norman W. Byrne, Consulting Engineer of Yellowknife, has estimated that proven and prob- 
able silver and uranium ores in the old mine workings have a gross value of approximately 
$4,000,000. 

Following the announcement by Gulf Minerals of a significant uranium discovery in the 
Wollaston Lake area of Northern Saskatchewan, the Company acquired three mineral prospect- 
ing permits in this region, two of which are located in Saskatchewan and one in Manitoba, 
covering approximately 750 square miles in total. Several companies are conducting active 
drilling and exploration programs in the immediate area of the Company’s holdings. 


LANDS ACQUIRED SINCE DECEMBER 31, 1968 


Following the successful completion of the sale of 2,000,000 of the Company’s shares to 
the public during December, 1968 the policy of land acquisition was continued and during 
the first three months of 1969 the Company acquired a 100% interest in 544,000 permit 


acres off Baffin Island and 303,000 permit acres in Hudson’s Bay. In addition the Company ac- 
quired a 100% interest in an oil and gas permit covering approximately 26,100 acres in 
the South Eagle Plains area of the Yukon which in the opinion of the Company’s management 
includes areas favourable for the discovery of large accumulations of hydrocarbons. 


EXPLORATION DURING 1969 


On March 25, 1969 Pan American Petroleum Corporation commenced drilling a Mis- 
sissippian test on Drilling Reservation No. 1868 in the Ricinus and Williams Creek area, which 
was purchased jointly by the Company and Scurry-Rainbow Oil Limited during September, 
1968. This well is being drilled at no cost to the Company and the Company will retain 
a net 10% working interest in the reservation. By the drilling of this well to contract depth, 
Pan American will earn a 40% interest in approximately 20,500 acres and the Company will 
retain a net 10% working interest in these lands. Ulster and Pan American will also earn an 
option to drill a further Mississippian test in the area and if Pan American elects to drill 
this second well, Ulster, at no cost, will earn a net 10% working interest in an additional 
9,500 lease acres in the immediate area. 


A major company has also entered into contractual arrangements with the Company 
under which it has agreed to drill a well to earn an interest in approximately 140,000 permit 
acres onshore in the MacKenzie Delta area in the vicinity of Inuvik. When this well is drilled 
the Company will own a net 10% working interest in this 140,000 acre block. Under these 
arrangements Ulster will hold an interest in options to earn two further blocks of permit 
lands totalling approximately 190,000 permit acres in this area. In the event these further 
wells are drilled Ulster will hold a 10% net working interest in these lands also. Ulster 
is not required to pay any of the cost of drilling these wells in the Inuvik area. 

Ulster Petroleums, Inc., the Company’s American subsidiary, participated in the drilling of 
a wildcat well just south of the Canadian border in Montana. This well encountered the Moul- 
ten and the Sunburst sands but both of these horizons were waterladen and the well was 
abandoned. 


The Company is presently reviewing results of an extensive seismic survey carried out 
last summer over leases it holds in the Port Heiden area of Alaska comprising approximate- 
ly 20,000 acres. The management is now engaged in finding partners to participate in the 
drilling of a well on this acreage and it is expected that an interest of approximately 
10% may be retained by the Company in these leases and that the Company will particip- 
ate in a well to be commenced late in the summer of this year. 

The Company is pursuing a policy of acquiring lands on drillable prospects in Central and 
Northern Alberta and in Saskatchewan and it is anticipated that one or more wells may be 
commenced during 1969 on these prospects. It is the Company’s policy to obtain drilling 
partners for each of these wells. The Company is also reviewing several farmout pros- 
pects whereby it may participate in development drilling on semi-proven acreage. It is not 
possible to state at this time how many, if any, wells will be drilled during 1969 as a 
result of this program. 


It is not the Company’s intention to restrict its activities to the North American continent 
and preliminary studies are currently being carried out in areas outside this continent with 
a view to obtaining exploration rights. 


EXPLORATION OF MINERAL CLAIMS 


In addition to the above program of exploration for hydrocarbons the Company’s program 
of re-opening and carrying out a limited underground exploration program on its Contact 
Lake mining property is proceeding and the major items of equipment and supplies are 
already on the property. This program is being carried out under the supervision of Norman 
W. Byrne, Consulting Engineer of Yellowknife and the minimum expenditure is expected to 
be in the neighbourhood of $200,000. If early underground work shows sufficient promise 
the Company will continue the underground program and additional monies wil! be spent 
with a view to determining as far as possible the extent of the silver and uranium ore 
bodies in the mine. 


H. M. CONSIDINE 
President 


E. P. KENNEY 
Managing Director 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Ulster Petroleums Ltd. and sub- 
sidiary companies as of December 31, 1968 and the consolidated statements of earnings 
and deficit and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records 


and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial posi- 
tion of the company and subsidiary companies at December 31, 1968 and the results of their 
operations and the source and application of their funds for the year then ended, in accord- 
ance with generally accepted accounting principles applied on a basis consistent with that 


of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 


Chartered Accountants. 


Calgary, Alberta 
February 20, 1969 


Current assets: 


Cash 


Deposit receipts 
Accounts receivable 


Prepaid expenses 


Refundable 


Investments 


Fixed assets — at cost (Notes 2 and 3) 


Less accumulated depreciation and 
depletion 


Incorporation costs 


Total current assets 


deposits 25 SS eee 


ASSETS 


ULSTER PETROLEUMS LTD. A 


CONSOLIDATED 
DECEMBI 


(with comparativ 


1968 1967 
$ 23,428 1,261 
4,060,000 = 
16,768 3717 
2,105 Na 
4,102,301 4,978 
114,495 x 
= 1,958 
554,088 7,110 
7,804 = 
546,284 7,110 
3,872 384 
$4,766,952 14,430 | 


See acco 


D SUBSIDIARY COMPANIES 


LANCE SHEET 
|, 1968 


yures for 1967) 


LIABILITIES 
| 1968 
Current liabilities: 
Aa ACME OCLEN SS es NS ens TO or gh Re et Hg $ - 
Accounts payable and accrued liabilities 222,601 
Total ‘current liabilities — 222,601 
3% Subordinate debentures _.... = 
Shareholders’ equity (deficit): 
Capital stock (Notes 4 and 5): 
Authorized - 4,500,000 shares without 
nominal or par value. 
Issued --..3,0539;07 5 -SOOLCS: fete rt ee eet an Se 4,667,150 
B's Pot | aA OM Mair. Fee RMU Met tae ea A a eas CMON 122,799 
4,544,351 
Commitmenta(Note.(6) ¢ .s<.4.24. 5 ee eee 
Approved on behalf of the Board: 
H. M. CONSIDINE P 
OTE He AO tie Bet pss lati oe! in es RS A , Director 
CRE ee Ee ne _ Director 
$4,766,952 


ng notes. 
: 


2,200 
3,870 


(1,670) 


14,430 


ULSTER PETROLEUMS LTD. AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS AND DEFICIT 


YEAR ENDED DECEMBER 31, 1968 


(with comparative figures for 1967) 


1968 1967 
Revenue: 
Oil-and gas sales and rovaliies 2 = ee $ 2,315 1,227 
Mrt@rest ce ee 5,388 _ 
Sales. of leases, e000 eee 400 3,857 
8,103 5,084 
Expenses: 
Production: sxc5 sf) ke coe ence eee 1,068 ~ 
Cost of: leases.sold) gcc. cu) 1,000 2,928 
Salaries 3 ee eee 15,940 — 
General and* administrative... 2 eee 17,071 2,183 
Technical and professional services ____-_____>______ 13,190 1,172 
Lease reriicls etre es ed ed ee 22,456 — 
Exploration*and development 6,996 — 
Write down.in iInvesiments 2... ee 1,002 1,900 
Depreciation and depletion. 2-2 = ee eee e713 — 
80,436 8,183 
Nef :losei20 a atthe oe ee ee ee eee 72,333 3,099 
Deficit, beginning of yeat.2 2 a ee ee 3,870 771 
Expenses: of shares issues = oe ee 46,596 _ 
Deficit-endsom year 29 $122,799 3,870 


See accompanying notes. 


ULSTER PETROLEUMS LTD. AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


YEAR ENDED DECEMBER 31, 1968 


(with comparative figures for 1967) 


Funds provided: 


issue. OT common snares’ 226.0 2) ee 


Funds used: 


ROSY 9 SEN GS Set EA ote i Grid eae Rae oe eee RP ON Coe ee eI 


Deduct items not requiring cash expenditures: 


Depreciation and depletion —_--_----------------------- 


Write down in investments —....._..__....._ ..._.. 


Funds used for operations ..........___ 


Purchase of fixed assets: 


Non-producing petroleum and natural gas 
leases, royalties, permits and 
FESOCVOTION. 22 ee ee eee 


REtUNGGbIESCOpOSItS 225 oe oa ee eee 
Expenses of. share issue Fe a ee 
Repayment.of debentures —....2 0 
ihe re. eee see a ee ee ere 


See accompanying notes. 


1968 


$4,664,950 


72,333 


1,713 
1,002 

205 
2,920 


69,413 


417,056 
93,656 
29,424 

114,495 
46,596 

7,377 


3,488 


781,505 


$3,883,445 


1967 


3,686 


ULSTER PETROLEUMS LTD. AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1968 


1. Principles of Consolidation 


The consolidated balance sheet includes the accounts of Ulster Petroleums Ltd. and _ its 
wholly-owned subsidiaries, Citadel Petroleums Ltd. and Ulster Petroleums, Inc. All of 
the outstanding shares of Citadel Petroleums Ltd. were acquired on August 30, 1968. 
The excess of the purchase price of the shares of Citadel Petroleums Ltd. over the under- 
lying net book value at date of acquisition, amounting to $46,577, has on consolidation 
been added to mining claims. Ulster Petroleums, Inc. was incorporated under the laws 
of the State of Delaware, U.S.A. on August 20, 1968. 


2. Accounting Principles 


All petroleum and natural gas exploratory costs, non-productive drilling costs, carrying 
charges on undeveloped properties and property abandonments are charged to expense 
as incurred. Lease acquisition and drilling costs applicable to productive wells are capital- 
ized and depleted on a unit of production method. 


3. Fixed Assets 


Accumulated 


Depreciation Net Book 
Cost or Depletion Value 
Non-producing petroleum and natural 
gas leases, royalties, permits 
Gnd’ reservation ». 2 ee $424,917 — $424,917 
Mining claims and exploration 
costs thereon 2... 2s eee 93,656 _ 93,656 
Developed petroleum and 
natural gas lédsese. 2s 2 ee. eee 19,335 4,374 14,961 
Well equipment... 22)... ee 9,891 Zale 2 7,719 
Office: equipmepig 24.0. 8 6,289 1,258 5,031 
$554,088 7,804 $546,284 


. Share Capital 


On January 23, 1968 the company increased its authorized share capital from 200,000 
shares without nominal or par value which may be issued for a maximum price or 
consideration not to exceed in the aggregate $200,000 to 3,000,000 shares without nom- 
inal or par value which may be issued for a maximum price or consideration not to 
exceed in the aggregate the sum of $5,000,000 by the conversion of 25,002 issued and 
fully paid shares without nominal or par value into stock and by the reconversion of 
that stock into 87,500 shares without nominal or par value deemed to be issued as fully 
paid and non-assessable and by the creation of 2,737,502 new shares without nominal 
or par value. 


ULSTER PETROLEUMS LTD. AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1968 


On November 13, 1968 the company increased its authorized share capital from 3,000,- 
000 shares without nominal or par value which may be issued for a maximum price or 
consideration not to exceed in the aggregate $5,000,000 to 4,500,000 shares without 
nominal or par value which may be issued for a maximum price or consideration not to 
exceed in the aggregate the sum of $5,000,000 by the conversion of 702,450 issued and 
fully paid shares without nominal or par value into stock and by the reconversion of that 
stock into 1,053,675 shares without nominal or par value deemed to be issued as fully 
paid and non-assessable and by the creation of 1,148,775 new shares without nominal 
or par value. 


A summary of the capital stock transactions for the year is set out below: 


Number of 


Shares Amount 
BOMANCe SCOINNOEK Oe ah GOK ue ON aia a TS yah 25,002 $ 2,200 
COVEESIOIN OL. SIACHES eet Ue Nh ial CN Ta i 62,498 ~ 
87,500 2,200 
PRENIGCETVON COST eeu UU a ie yess DIN  Rae cee 513,750 513,750 
PSSUIBCE PLOT OSSETS eT Ob ee NS 101,200 101,200 
702,450 617,150 
ROnVOrsiOn, Of SROVOS (conte oe ree et 351,225 _ 
1,053,675 617,150 © 
SL oe NO ne Yel |) iq Pema MME RAL CREED Su Waa ee OR GT OL 2,000,000 4,050,000 
Balance, December ol, | F968 (oko UN aa 3,053,675 $4,667,150 


5. Subsequent Events 


Subsequent to December 31, 1968 the company reserved 25,000 shares of the share cap- 
ital for issuance under an employees’ stock option plan. An option covering 10,000 
of these shares was granted, exercisable on a cumulative basis, as to 20% of the shares 
in each of the years 1969 through 1973 ata side of $4.25 per share. The option ex- 
pires on December 31, 1978. 


6. Commitment 


Ulster Petroleums, Inc. is committed to drill a wildcat well on certain exploration acreage 
in order to earn an interest in the acreage. It is not possible at this time to determine 
the cost of drilling this well but it is estimated that the total cost to drill will be approxim- 
ately $1,200,000. The company anticipates entering into a joint venture agreement 
for this well. 


7. During the year the company paid $15,940 as remuneration to directors and senior officers. 
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